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KEY ECONOMIC INDICATORS: JORDAN V/ 


Unless otherwise noted, all values are in million U.S. $ 2/ 
All data are for East Bank only 


Change 
1976 1977 1978 1978-1979 


National Income (current prices) 

GNP 1593 1948 2349 +21 
GDP 1209 1493 1872 +22 
Per Capita GDP (U.S.$) 630 746 900 +18 
Agricultural Production (MT 1000) 

Wheat 67 63 53 17 -68 
Barley & other Field Crops 35 28 ho 16 -61 
Fruits & Vegetables 285 308 587 443 -25 


Industrial Production 

Over—all Index (1975 = 100) 125 130 160 188 +18 
Phosphate Rock (MT 1000) 1702 1769 2320 2828 +22 
Cement (MT 1000) 582 537 553 623 +13 
Petroleum Products (MT 1000) 1145 1146 1397 1612 +15 
Electricity (KWH 1,000,000 386 473 572 774 +35 


Building Permits, Amman we 1000) 542 521 469 849 +81 


Money & 
Money Supply Ci ) 1081 1372 1964 2546 +30 


External Public Debt 3/ 4O1 603 804 1021 +27 
Commercial Bank Credit Outstanding 623 763 1095 1550 +42 
Avg. Interest Rate (Commercial 

Banks Overdraft ) 8.0% 8.5% 8.5% 8.71% +.21 


Balance of Payment & Trade 
Official Gold & Foreign Exchange 
Reserves 4/ 559 735 941 1236 +31 

Balance of Payments (Mdse, svcs. __ 

and transfer) +52 -8 -227 n.a. n.a. 
Balance of Merchandise Trade -813 -1159 -1167 -1677 —4y 
Domestic Exports 149 189 211 275 +29 
U.S. Share nil nil nil nil n.a. 
Imports 5/ 1021 1416 1480 1952 +29 
U.S. Share 9 159/ 8 7 n.a. 


NOTES: 


1/ Data from Central Bank of Jordan and the Department of Statistics. 

2/ Exchange rates: 1976 - $ U.S. Jordanian Dinar .332 

1977 - $ U.S. Jordanian Dinar .320 

1978 - $ U.S. Jordanian Dinar .304 

1979 - $ U.S. Jordanian Dinar .300 

3/ Including Government guaranteed debt. 

q/ Does not include commercial bank holdings - 335 million at the end of 1979. 
5/ Includes re-exports. 

6/ Includes 2 wide-bodied aircraft valued at $95 million. 





SUMMARY 


The economy of Jordan continued to enjoy healthy growth in 1979. 
Services continued to maintain their share of contribution to GDP, 
while the industrial sector increased its contribution at the ex- 
pense of agriculture. Expansion in irrigated agriculture and a 
good os season should increase the contribution of agriculture 
in 1900. 


1979 saw an increase in the number of construction permits. Although 
work did not begin immediately on all these buildings, the construct- 
ion industry is still strong. Inflation was again moderate, even 
though money supply and conmercial credit expanded substantially. 


Jordan continues to run a large deficit in merchandise trade. | 
Although a large percentage of imports are capital goods, it will be 
several years before this trend can be reversed. The Government is 
emphasizing the elimination of waste and conspicuous consumption to 
reduce imports of consumer goods. 


Although revenues from domestic sources are increasing substantially, 
the Jordanian Government continues to rely heavily on foreign cash 
grants and soft loans to finance recurring and capital expenditures. 
Relatively austere by last year's standards, the 1980 budget was 
recently amended to provide cost-of-living increases for military 
personnel and civii servants. 


As national income rises, Jordan will continue to invest heavily in 
economic and social development, providing opportunities for the sale 
of U.S. goods and services. Although the decline in the value of 

the U.S. dollar has not yet resulted in large increases in the amount 
of imports from America, this decline should eventually make U.S. 
consumer goods,already sought after because of a reputation for quality, 
more competitive against other suppliers. The Jordanian Government is 
actively promoting foreign participation in the development of light 
industry through joint-ventures. Amman continues to attract U.S. 
firms wishing to establish a modest presence in the Middle East because 
of the ease of serving a wide market in other Arab countries combined 
with a pleasant place to live and conduct business. 





Current Economic Situation and Trends 


Preliminary statistics for 1979 indicate that Jordan continued to enjoy 
healthy economic growth, although the increase in real growth may have 
been slightly less than 1978. Remittances sent back by Jordanian 
workers abroad increased by 13%, reversing last year's trend toward 
levelling off. Prospects for continued growth are good in all sectors 
of the economy, especially during the next few years when current plans 
for new industries and expansion of existing industries are completed. 
The sectoral contributions to GDP showed a decline in the importance 

of agriculture in 1979 because of poor growing conditions. Industry's 
share in GDP rose from 24% to 27% and services, including Government, 
were unchanged at 65%. The United States supplied significant amounts 
of grains, construction equipment, electrical equipment and automobiles 
to Jordan in 1979; however, the U.S. share continued its gradual decline 
begun several years ago. (The 1977 figure includes two wide-bodied air- 
craft.) The 1978-1979 growing season was the worst in a series of five 
consecutive poor years, both for rainfed and irrigated crops. Plenti- 
ful rains during the growing season 1979-1980 indicate a bumper crop; 
however, Jordan will still need to import some food items, especially 
grains. Exploitation of available water resources in the Jordan Valley 
through modern farming techniques involving sprinkler and drip irri- 
gation, the latter in combination with plastic greenhouses, shows strik- 
ing increases in production of cash crops. Plans for further expansion 
include a major earth-fill dam, canal extension, and associated irrigat- 
ion equipment. 


Jordan is carrying out plans to exploit its scarce natural mineral 
resources. Production of phosphate rock has been increasing steadily, 
and a contract will soon be awarded for the exploitation of a major 
untapped deposit. Jordan will continue to export phosphate rock but 
will use most of the increase as raw materials for a fertilizer plant 
currently under construction. Another input for finished fertilizer 
will be provided by a potash factory which will use solar evaporation to 
extract potash and other minerals from the water of the Dead Sea. 

Other minerals are being or will be used in the manufacture of ceramics, 
bricks, and glass. 


In the energy sector, most recent exploratory drilling did not result in 
discoveries. However, the Natural Resources Authority is inviting bids 
for further exploration in five different areas. Significant deposits 
of oil bearing shale have been located. A contract for a feasibility 
study to investigate production of crude oil and/or direct burning of 
shale to produce electricity will be awarded soon. 


Jordanian industry traditionally has involved small facilities producing 
for a domestic market of 2.152 million people (1979 census). Jordan's 
existing major industries produce cement, petroleum products and phosphate 





rock. All these industries have expansion projects currently underway; 
the increase in cement and petroleum products will only serve to keep up 
with local demand. Jordan's private sector. is rapidly expanding its 
light industry and producing a wide range of consumer goods to sell 
locally and to take advantage of accessible markets in neighboring 
countries. In 1979, major importers of Jordanian products were Saudi 
Arabia ($64 million), Iraq ($42 million), and Syria ($41 million). 
Total exports that year increased 29% over 1978. Local.capital is 
readily available for investment projects, but the Government actively 
encourages equity participation by foreign firms that can contribute 
technology, marketing, and management expertise. 


The Royal Jordanian Airlines (ALIA) showed a record profit in 1979 and 
will be expanding its route structure using recently ordered aircraft. 
Deliveries in 1980-1983 time frame will include 4 medium-range and 

6 long-range aircraft. Fleet plans for the rest of the decade include 
more aircraft of both capacities; European as well as U.S. firms will 
be in competition for the purchase of medium-range aircraft. 


Jordan is experiencing a chronic and growing trade deficit. While 
1979's import bill grew at the same rate as export earnings (29%), the 
gap in absolute terms widened by $361 million. It is necessary to 


add, however, that imports of capital goods have exceeded imports of 
consumer goods since 1977 and that the output of new and expanding 
industrial and agricultural projects have the potential to significantly 
reduce this deficit during the next few years. This deficit is currently 
more than made up for in receipts from tourism, official transfers, and 
remittances sent home by Jordanians working abroad. In 1979 the Central 
Bank recorded inflows from these sources of $444 million, $677 million, 
and $600 million respectively. In the face of this large and growing 
imbalance of merchandise trade, the government would like to cut import 
bills through reduction in conspicuous consumption and waste. While 
most efforts along these lines have involved efforts to educate the 
consuming public, the government has recently increased import duties 
and registration fees on automobiles with large displacements, e.g. duty 
on cars with an engine capacity of over 3000 c.c. are twice that on cars 
with capacities under 2000 c.c. 


Jordan's foreign exchange reserves, which cover the amount of dinars in 
circulation, stood at $1.5 billion at the end of 1979. Total reserves 
are enough to cover nine months of imports. Although Jordan has in- 
creased itsassumption of foreign debt in the past few years, the debt 
service ratio is still relatively low. This is primarily because most 
funds for major development projects have been borrowed at concessional 
interest rates with long grace periods. With the expansion of the local 
financial market and higher interest rates abroad, Jordan does not con- 
template significant international borrowing at this time. 





Total outstanding commercial bank credit increased by 40% in 1979 to 
$1.55 billion. Credit increased by 54% to the industrial sector and 
by 50% to the construction sector; credit to general commerce and 

trade increased by 32%. The number of housing permits increased sub- 
stantially in 1979, reversing the trend since 1976. Construction will 
not be started immediately on these sites, however, as many landowners 
rushed to file permits prior to the enactment of a new zoning law which 
placed restrictions on building size and increased taxes. The housing 
industry continues to show surprising strength because of availability 
of funds. 


The local financial market continued to expand in 1979. In addition 

to locally syndicated loans and certificates of deposit, begun in 1978, 
banks in 1979 were authorized to issue forward cover to contractors 
submitting dinar-—denominated bids for projects. Bonds were offered for 
the first time to finance expansion of the cement factory and will be 
sold again to finance ALIA's acquisition of wide-bodied aircraft. The 
Amman Stock Exchange, which opened in 1978, showed a significant increase 
in the volume of shares traded in 1979. 


The growth in money supply, 28%, was slightly less in 1979 than in 1978. 
For the past few years, Jordan has been able to hold the rate of in- 
flation (14% in 1979) to a level below the increase in money supply; 
some analysis indicates that this may be because of Jordan's inflation 
results primarily from increased import prices. With recent increases 
in the prices of imported commodities (including oil) and wage hikes for 
the military and civil servants, the rate may rise slightly in 1980. 
Countering these inflationary tendencies is the relatively austere 1980 
budget. The Consumer Price Index is heavily weighted toward petroleum 
imports and food items, and prices are a function of quantities exported 
as well as growing conditions. The Government is acutely aware of the 
problem of inflation and the need to deal with it. 


With a large portion of the Jordanian labor force working outside the 
country, labor is assuming increasing importance among factors of pro- 
duction. New plans and institutions, such as a Social Security Adminis- 
tration, are being developed to deal with the unusual Jordanian labor 
situation. The participation rate in Jordan's labor force is low, due 
primarily to the limited, although significantly expanding, role of women 
in the economy and the fact that more than 50% of the population is under 
15. After decades of serious unemployment, Jordan has recently ex- 
perienced a labor shortage as its highly regarded labor force has been 
attracted to high paying jobs elsewhere in the Arab world. The Govern- 
ment has responded with efforts to increase the domestic labor supply, 
emphasizing vocational education and encouraging women to join the labor 
force -—— since 1974 the female participation rate has increased from less 
than 4% to perhaps 12% in 1978. Since 1976 Jordan has also imported 
significant amounts of (mostly unskilled) foreign labor. Foreign 
laborers remitted $80 million from Jordan last year. About 60% of the 





workforce is employed in the services sector, which is dominated by 
Jordan's relatively large Civil Service and Armed Forces. The remainder 
is divided between agriculture and industry with a gradual shift taking 
place from the former to the latter. 


The Central Government Budget for 1980 showed an increase of only 3% 
over 1979's expansionary budget. Since the budget law was issued, 
increases have been added for some items. However, the 1980 budget 
still represents an actual decrease when adjusted for inflation. Budget 
support, almost entirely from oil producing Arab countries, remains the 
largest source of revenues, although locally generated revenues - 
especially from income taxes - are projected to increase. 57% of expen- 
ditures are planned to go for recurring expenditures and 43% for capital 
development projects. A large part of the latter are financed by long 
term concessionary loans from the United States, other countries, and 
international financial institutions. 


Implications for the United States 


Jordan's economy is essentially a free enterprise system, although the 
Government holds important equity positions in many of the country's 
larger enterprises. Foreign investment is welcome, and 100% foreign 
ownership of local enterprises is permitted. Jordan's investment law 
provides attractive tax holidays and other incentives for investments 
which accord with the country's plans for development. Legislation. 
also provides for repatriation of capital and dividends. Industrial 
free zones where manufacturers may take advantage of Arab Common 
Market regulations have been established. Export-Import Bank and 
Overseas Private Investment Corporation programs operate in Jordan. 


The first American-—Jordanian industrial joint-venture (manufacturing 
footware) has begun production with considerable success. The Govern- 
ment of Jordan actively encourages joint-ventures with foreign firms 
and has identified areas where foreign expertise can be used to service 
the growing domestic market and rapidly expanding export market. De- 
spite the decline in the value of the U.S. dollar relative to currencies 
of other suppliers to Jordan, U.S. manufacturers have not yet been able 
to make significant inroads into import sectors traditionally dominated 
by competitors. There are, however, many opportunities for U.S. manu- 
facturers to export to Jordan, for example in the field of consumer 
durables, where the U.S. has a reputation for quality. Because of this 
quality, U.S. goods are usually regarded a luxury, and exporters should 
not limit their proposals to "top-of-the-line" items. 


Jordan's current five year plan (1976-1980) included investment of 
over $2 billion, divided almost equally between private and public sec- 
tors. The plan emphasized industry and mining and export-oriented 
production and offered many opportunities for technical consulting 





services and capital equipment. Indications are that the next five 
year plan will continue to deal with improvements in infrastructure and 
industry but will place more emphasis on social services. 


In 1975 Jordan passed legislation to encourage the establishment of 
regional business headquarters offices in Jordan. The law provides 
tax exemption of profits earned outside of Jordan, income tax exemptions 
for all expatriate employees, and duty free entry for office equipment 
and private vehicles of expatriate employees. By 1980 more than 

50 American firms had established modest regional offices in Amman. 
Among Jordan's attractions are: the relative efficiency of the Jordanian 
Government and the country's infrastructure, the western orientation of 
business practices, the high degree to which English is a commercial 
language, and the genuine friendliness and hospitality of the Jordanian 
people. 


International tenders for major procurement of goods and services are 
normally issued by the responsible agency of the Government of Jordan. 
A pre-qualification procedure is often used. The Government usually 
requires the intermediation of a local agent in its dealings with 
foreign firms. Foreign suppliers who have existing agency relation- 
ships in Jordan have a distinct advantage, especially as bid deadlines 


are often short. 


® U. S. GOVERNMENT PRINTING OFFICE: 1980—311-056/287 








